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Monetary and Banking Reform in Cuba 


A law enacted by the Government of Cuba on Decem- 
ber 30, 1948 provides for (1) elimination of the dual 
currency system and establishment of the Cuban peso 
as the only legal currency in the country; (2) creation 
of a Central Bank to take over the issue powers of the 
Treasury and to be fully responsible for monetary and 
credit policies; (3) organization of a Monetary Stabiliza- 
tion Fund to operate in the exchange market to support 
the pegged rate and to carry out the exchange policies of 
the Government and the Central Bank; and (4) a new 
system of regulations applicable to commercial banks. 

The currency provisions of the law fix the par value 
of the Cuban peso at its present rate of exchange with 
the U.S. dollar, i.e., 1 peso to 1 dollar. The dollar will 
continue to have legal tender status for a period of one 
year, which may eventually be extended for an additional 
year. After this period, the Cuban peso will be the sole 
legal tender and all obligations and contracts will be 
settled in pesos, with the exception of specified inter- 
national transactions. However, bank deposits denom- 
inated in dollars will be permitted even after the termina- 
tion of the transitional period. Withdrawals from these 
deposits are authorized in the form of dollar drafts on 
New York or in local currency at the current rate of 
exchange. The commercial banks may therefore refuse 
withdrawals in U.S. currency. 

The Central Bank is created under the name of “Banco 
Nacional de Cuba.” It will be organized as a mixed 
corporation owned jointly by the Government and the 
commercial banks operating in Cuba. The initial capital 
will be 5,000,000 pesos, of which 2,500,100 pesos are to 
be subscribed by the Government and 2,499,900 by the 
commercial banks, the Government thus having a con- 
trolling majority. The management is entrusted to a 
Board of Directors of five members, three to be appointed 
by the President of the Republic and two by the com- 
mercial banks. The President of the Bank will be one 
of the Government-appointed members of the Board. 
In stockholders’ meetings, the commercial banks only, 
and not the Government, are entitled to vote. However, 
the intervention of the stockholders in the affairs of the 
Bank is limited to matters such as approval of the annual 
budget and other administrative questions which do not 
involve policy. 


The Bank will have the usual functions and powers of 





modern central banks. It will act as a bankers’ bank 
and fiscal agent of the Government. Its lending functions 
are rather conservative. It is authorized to rediscount 
short-term commercial and agricultural paper. It may 
grant advances to the Government to be repaid within the 
fiscal year, provided that they do not exceed eight per 
cent of the average revenue during the preceding five 
years. It is authorized, however, to buy long-term Gov- 
ernment securities in the open market provided that they 
had been issued at least one year earlier. Open market 
transactions in private securities are not mentioned. 
Among the Bank’s powers of control are its discretionary 
credit policy and its influence on the commercial banks 
through flexible reserve requirements, maximum interest 
rates, and the regulation of borrowing and lending oper- 
ations. These measures are to be decided, within legal 
limitations, by the Bank’s Board of Directors. 

The Monetary Stabilization Fund will be managed by 
a committee composed of the Minister of Finance, the 
President of the Central Bank, and a third member ap- 
pointed by the President of the Republic. The Fund will 
normally finance its purchases of foreign exchange with 
local currency resources coming from noninterest bearing 
loans granted by the Central Bank. However, if an 
inflationary surplus in the balance of payments should 
develop, the Central Bank may refuse further credit to 
the Stabilization Fund, in order to neutralize an inflow of 
gold and foreign exchange. In this case, the Fund would 
have to finance its future purchases of foreign exchange 
with local currency resources borrowed from the public. 
A special provision of the law permits the Government to 
cover the losses thus incurred by the Fund. If, on the 
contrary, there is a balance of payments deficit, the Fund 
is empowered to require exporters to surrender specified 
proportions of their exchange proceeds and to limit pay- 
ments abroad to the amounts necessary to cover current 
transactions permitted by law. 

The commercial bank provisions include new rules 


concerning the organization, management, minimum cap- 
ital, reserve requirements, and borrowing and lending 
operations of the private banks, which will be subject 
to the supervision of the Central Bank. The new rules 
are designed to improve existing laws and to coordinate 
the functions of the banking system as a whole. 

In accordance with the transition provisions of the law, 
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a Committee, composed of the President of the Central 
Bank, the Director of the Stabilization Fund, and two 
delegates appointed respectively by the national banks 
and by the branches of foreign banks, will be in charge 


OEEC Plan for 1949-50 


The Organization for European Economic Coopera- 
tion in the first week of January submitted to the U.S. 
Economic Cooperation Administration a request for $4.3 
billion in ERP aid for the year July 1, 1949 to June 30, 
1950. This request was embodied in a preliminary report 
summarizing the 1949-50 programs of the individual 
OEEC countries, with a commentary on the discrepancies 
and some tentative recommendations for coordination 
into a final program. The estimated combined dollar 
deficit is $4.7 billion. The report recommends that, 
through a more modest estimate of improvements in con- 
sumption standards and a more complete integration of 
the individual country plans, the request to ECA should 
be limited to $4.3 billion, which compares with an ECA 
allocation of $4.9 billion for 1948-49. 

The combined national programs (before the reduction 
in the total estimated deficit) envisaged the following 
dollar balance of payments. 

1949-50 1948-49 
(in millions of dollars) 

. —6,299 —6,147 
+1,921 +1,539 
. — ATT — 674 
+ 277 + 425 


. Imports 

. Exports 

. Net invisibles . 
. Other operations 


Total —4,578 —4,857 
. Trieste and Portugal .— — 18 
Total deficit 


. —4,654 —4,875 


(In this tabulation, items 1, 2, 3, and 4 exclude Portugal, 
Trieste, and Switzerland; the last will receive no aid. 
Item 4 includes a net balance for operations of overseas 


territories. Item 5 for 1948-49 indicates ECA aid re- 
quested by Trieste only, and for 1949-50 the amount 
requested by both countries.) 

The OEEC countries plan a slight increase in total 
dollar imports. Food and fuel imports will be reduced, 
but planned dollar imports of raw materials, especially 
nonferrous metals and equipment, will be greater than in 
1948-49. An increase of 25 per cent is planned for dollar 
exports (against 18 per cent for total exports). Accord- 
ing to the report, the current rate of exports suggests 
that 1948-49 dollar export targets will be reached. The 
report holds that the targets for 1949-50 appear possible, 
although it seems unlikely that the export program for 
each commodity group can be realized in full. 

The agricultural production planned is slightly above 
that in the climatically favorable year 1948-49, but fears 
are expressed that this can be achieved only if weather 
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of the organization of the Bank, which is supposed to 

start operations on September 1, 1949. 

Source: Gaceta Oficial de la Republica de Cuba, Havana, 
Cuba, December 30, 1948. 


conditions are again exceptionally favorable. Individual 
plans are for an expansion of industrial production to 
levels some 5 to 10 per cent above 1948-49 targets, which 
likewise are regarded by the OEEC as rather optimistic, 
since attainment of these targets is still in doubt. 

On the basis of these production estimates, the OEEC 
further remarks that it doubts whether it will be possible 
to increase at the same time consumption and investment 
by the amounts planned. 

Sources: The Wall Street Journal, New York, N. Y., Jan- 
uary 1, 1949; The Financial Times, London, 
England, January 3, 1949. 


ECA Releases Counterpart Funds 


Within the last two weeks ECA has announced the 
release of $352 million from counterpart funds in Europe: 
Austria, 1,450 million schillings ($145 million); Nor- 
way, 110 million kroner ($22 million) ; France, 45 bil- 
lion francs ($150 million); and Italy, 20 billion lire 
($35 million). 

The releases in Austria are to be used to retire Govern- 
ment securities held by the Austrian National Bank. A 
part of this release (600 million schillings) accumulated 
under the Interim Aid Program is associated with a 
scheme to provide financing for reconstruction and indus- 
trial development. In Norway, the 110 million kroner 
is to be used to reduce the “Occupation Account” of the 
Bank of Norway of slightly less than 8 billion kroner. 
The Occupation Account represents amounts drawn by 
the Germans during the war. 

Of the 45 billion francs released in France, 15 billion 
will be used to continue French reconstruction projects, 
for which 85 billion francs has already been released 
from ECA counterpart funds; 5 billion will be used to 
finance the exploration for and development of scarce 
materials, mainly in the overseas territories of the French 
Union; and the remaining 25 billion is for the reduction 
of Bank of France advances to the Government. This 
will reduce these provisional advances to 145 billion 
francs. The use of counterpart funds for this purpose 
is intended to aid the French Government in fulfilling its 
commitment to lower the ceiling on Bank of France ad- 
vances to the Government from 200 billion to 175 billion, 
effective March 31, 1949. 

The 20 billion lire released from the Italian account 
is the first step in releasing the 250 billion lire allocation 
from counterpart funds for reconstruction announced in 
November 1947. The present release will be used to 
finance a wide variety of projects, including port improve- 
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ments, highway construction, sewage disposal systems, 
aqueducts, and public buildings. 

Sources: Economic Cooperation Administration, Press 
Releases, Washington, D. C., December 30 and 
31, 1948 and January 6 and 8, 1949. 


EUROPE 
British Plan for 1949-50 


The U.K. economic plan for 1949-50 envisages an 
over-all deficit on current account of $806 million, as 
against $1,461 million in 1948-49; a projected dollar ex- 
penditure of $2,000 million will require $940 million of 
American aid financing, a reduction of 25 per cent from 
1948-49. Although the 1948-49 surplus with other coun- 
tries participating in ECA will be replaced by a small 
deficit, there will be a surplus with the sterling area as a 
whole. The Times comments that this will render further 
intra-European aid necessary. Gross investment is put 
at 20 per cent of the gross national product, or $8,000 
million. Of this, housing, social services, administration, 
and defense will take 28 per cent. Coal production is 
scheduled to be 6 per cent above that in the previous 
year, textiles 9 per cent, and steel and electric power 3 
per cent. Substantial increases are planned in the en- 
gineering industries, especially in the lines hitherto in 
short supply. 

Source: The Times, London, England, December 28, 
1948. 


New U.K. Capital Issues In 1948 


According to the Midland Bank’s estimate, new capital 
issues in the United Kingdom reached £251 million in 
1948, an increase of just over £100 million from 1947. 
The increase is explained primarily by a few very large 
issues. 


Source: The Times, London, England, January 4, 1949. 


British Coal Production In 1948 


British coal production in 1948 was 208.4 million long 
tons; the target figure was 211 million tons. Output in 
1947 was 197 million tons. Industry and public utilities 
received more coal in 1948 than in the previous year, 
and export and bunker commitments of 16 million tons 
were met. J'he Economist describes the shortfall as 
“seriously disquieting only when it is considered against 
a longer term background” of rising industrial consump- 
tion and exports. 

Source: The Economist, London, England, January 8, 
1949. 


lrish Four-Year Plan 


The recently published Irish four-year plan provides 


for a program of investment and a substantial increase of 
production. 


Many new factories are to be established. 
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Agricultural production in 1953 is to be 22 per cent 
greater than in 1947; food exports to Britain are to reach 
$298 million, and to all countries, $318 million. Exports 
as a whole are to be doubled between 1947 and 1953. 
The current dollar deficit of $119 million per annum is 
to be reduced to $11 million in 1953. 


Source: Records and Statistics, Supplement to The Econ- 
omist, London, England, January 8, 1949. 


Gold Production In French Territories 


Since 1944, the Caisse Centrale de la France d’Outremer 
has had a monopoly of gold produced in all French over- 
seas territories, except Guiana. The price was officially 
fixed by the Caisse Centrale in relation to the official 
buying rate of the Bank of France. In May 1947, a com- 
plicated system of subsidies, partly retroactive to January 
1946, was established, but this was discontinued in Sep- 
tember 1947; thereafter, the price of newly mined gold 
was very low in relation to costs. A ministerial decree 
of February 26, 1948 allowed colonial gold producers 
to sell their output at the official price of $35 per ounce 
of pure gold; the proceeds in dollars were immediately 
converted into francs on the basis of the free dollar rate 
in Paris, raising the price of the kilogram of fine gold to 
342,000 francs. Thus, gold producers had the benefit 
of the premium of the free dollar over the official rate. 

More recently, producers have been permitted to sell 
half of their output on the free gold market in Paris 
(where gold is at a considerable premium over the free 
dollar) and the other half against hard currencies at the 
effective official rate. Instead of obtaining about 350,000 
francs per kilogram of fine gold, they will obtain around 
600,000 francs. Another favorable measure permits pro- 
ducers to retain 50 (instead of 10) per cent of the pro- 
ceeds in hard currencies, to improve equipment. 

The new measures thus far apply only to African terri- 
tories, including Madagascar. It does not apply to 
Guiana, nor to gold producers in Metropolitan France, 
where the legislation is different. 

According to Le Monde, gold produced in French 
mines is purchased by the Bank of France, not on the 
basis of the price prevailing in the free gold market but 
on the basis of the official price of $35 per ounce of fine 
gold plus a subsidy of 397,000 francs per kilogram of fine 
gold, to offset the rise in costs. For 1949, the total sub- 
sidy will amount to about 477 million French francs for 
an estimated output of 1,200 kilograms of fine gold. 
Sources: The Financial Times, London, England, Decem- 

ber 31, 1948; Le Monde, Paris, France, January 
1, 1949. 


Suspension of Belgian Exports to France 


Belgian exports to France are reported to have been 
suspended completely for three months as a result of 
French inability to meet payments to Belgium. The situ- 
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ation is similar to that from December 1947 to February 
1948, when French imports from Belgium were limited 
to bare essentials (coal and copper). 

The increasingly difficult payments position of France 
with Belgium had caused discussions on the transfer- 
ability of wages of Belgian workers in France; a com- 
promise solution had been found in the transferability of 
the basic salary, and the spending in France of the 20 
per cent increase in pay granted to Belgian workers in 
compensation for the devaluation of the French franc. 
(See this News Survey, Vol. I, No. 26, December 23, 
1948, p. 206.) 

French exports were unsatisfactory in 1948, $13 mil- 
lion in October against an average of $18 million in 1947. 
According to The Wall Street Journal, a further drop in 
French exports caused by an anticipated rise in domestic 
prices deprived France .of, her trade surplus..and caused 
the accumulation of a heavy payments deficit, as the bal- 
ance of invisibles is very heavily in favor of Belgium ($10 
million a month). Since the credit ceiling under the 
Belgian-French payments agreement is already exhausted, 
and also the drawing rights granted to France by Belgium 
under the European Payments Scheme, suspension of 
French imports was unavoidable. However, the trade 
suspension is only unilateral, as Belgium is to continue 
her imports of French goods. 

Source: The Wall Street Journal, New York, N. Y., 
January 7, 1949. 


Exchange Rates In Germany 


For the first time since the inauguration of separate 
currency reforms in Germany, the Soviet authorities in 
Berlin have announced an official rate for the exchange 
of Western into Eastern marks. This rate, amounting to 
125 Western marks per 100 Eastern marks, is offered to 
travelers from Western Germany crossing the demarca- 
tion line into the Soviet Zone; the maximum amount to 
be exchanged is DM 500 per person. 

The German Economic Commission of the Soviet Zone 
declared that the exchange rate is based on a comparison 
of price indices for Western Germany and the Soviet 
Zone. It ignores the fact that in the Western sectors of 
Berlin Eastern marks are being exchanged at a rate of 
about 4 Eastern marks for 1 Western mark, and that 
black market rates are even higher; under these circum- 
stances, few travelers to the Soviet Zone are likely to 
make use of the Soviet sponsored exchange rate. 
Source: Neue Ziircher Zeitung, Zurich, Switzerland, De- 

cember 16, 1948. 


Polish Rationing and Price-Wage Reform 


Rationing in Poland in 1948 was limited to a few com- 
modities, and at the end of the year it covered only meat, 
fats, cotton and wool textiles, and footwear. With the be- 
ginning of 1949, rationing of these commodities also has 
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been abolished, and all consumption goods are now to be 
bought only on the free market. The end of rationing 
was attributed to improved supply conditions. Fats and 
footwear, however, are still in short supply. 

Since rations were sold to consumers entitled to re- 
ceive them at prices much lower than the free market 
prices, they represented, in fact, additional income for 
wage and salary earners. To keep real wages and sal- 
aries stable, nominal wages have been increased by the 
equivalents of rations calculated at free market prices. 

As a result of this reform, wages are expected to in- 
crease, on the average, by about 10 per cent. In addi- 
tion, some upward adjustments in wages will be intro- 
duced because of increases in prices of streetcar and rail- 
way fares, post, telegraph, gas, and electric power rates, 
cotton textiles, and salt. These price increases, however. 
will be compensated in part by the reduction of prices 
of flour, bread, sugar, soap, vegetable oils, and woolen 
fabrics. 

The wage increases should not -cause any inflation, 
since before the reform the difference between free mar- 
ket prices and the prices at which goods were distributed 
within the rationing system was covered in the budget. 
The effects on the budget of subsidies on rationed goods 
will now be replaced by the effects of increased costs (or 
decrease in revenues) caused by wage increases. 
Source: Polish Research and Information Service, 


Biuletyn, New York, N. Y., January 3, 1949. 


Czechoslovak Nationalized Enterprises 


Nationalized enterprises in Czechoslovakia are subject, 
beginning January 1, 1949, to the financial control of the 
commercial banks, of which there are now only two— 
Zivnostenska Bank operating in Bohemia, Moravia, and 
Silesia, and Slovak Tatra Bank in Slovakia. Their busi- 
ness connections, as well as all their claims and liabilities, 
except those which are to be taken over by the Fund of 
the Nationalized Economy, must be concentrated with 
these commercial banks, which at the same time are re- 
quired to transfer standing investment credits to the In- 
vestment Bank. All their financial transactions must be 
channelled through their accounts with the Zivnostenska 
Bank (or in Slovakia the Slovak Tatra Bank) and the 
Investment Bank; accounts with banks of other types. 
including the National Bank of Czechoslovakia, are not 
permitted. 

Nationalized enterprises will be granted commercial 
credits by the two commercial banks, and. investment 
credits by the Investment Bank, but only upon presenta- 
tion of budgets for revenue and expenditure in the case 
of commercial credits, and investment budgets in the case 
of investment credit. Such budgets, however, must ac- 
cord with provisions laid down and approved by both 
the Economic Council and the respective central organ 
supervising nationalized corporations. 
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Alongside this credit control, there will also be a peri- 
odic bank control in the nationalized sector. For this 
purpose, nationalized enterprises must present to the 
banks monthly, quarterly, and yearly revenue and ex- 
penditure budgets, together with their actual results. The 
banks will scrutinize the results for each corporation and 
prepare a total summary for the nationalized sector. 
Source: Hospodar, Prague, Czechoslovakia, December 
16, 1948. 


Service of External Bulgarian Debt 


A temporary agreement between the Bulgarian Gov- 
ernment and representatives of foreign bondholders of 
the external Bulgarian debt is reported to have been con- 
cluded. Bulgaria has undertaken to meet arrears of in- 
terest accruing between May 1940 and the end of 1948, 
and ‘also interest payments for 1949. The ‘gold franc, 
in terms of which some Bulgarian debt liabilities have 
been expressed, is to be interpreted as meaning the 
Swiss franc, with the sterling equivalent for the Swiss 
franc, now quoted at 17.35 francs to the pound, as 
the conversion rate. Interest arrears will be paid at 
rates varying between about 30 per cent and 100 per cent 
of those paid before the outbreak of World War II. Four 
years of arrears will be paid to bondholders on October 
1, 1949, three years on October 1, 1950, and two years 
on October 1, 1951. Unconditional transfers of arrears 
have been promised; transfer of the 1949 interest will be 
made from the proceeds of trade with the countries con- 
cerned. 

It is expected that, before the end of 1949, there will 
be further negotiations for a permanent agreement. 
Source: The Financial Times, London, England, Decem- 

ber 15, 1948. 






MIDDLE EAST 


Exchange Regulations In Egypt 


The Egyptian Government has decided to give textile 
producers the right to retain 50 per cent of their export 
proceeds in hard currencies for imports of machinery 
and raw materials. The percentage retained is to be 
raised to 60 per cent when the export proceeds exceed 
$1 million annually. U.S. goods imported to Egypt via 
continental Europe and Lebanon are now allowed, pro- 
vided payment is made in sterling. 

Sources: Al Misri, Cairo, Egypt, December 20 and 28, 
1948. 


Egypt-German Bizone Agreements 


A trade and payments agreement recently concluded 
between Egypt and the German Bizone provides for the 
exchange of goods varying in value from $12 million to 
$19 million, depending on the price of cotton; the amount 
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will be raised when the merger of the French Zone and 
Bizonia in foreign trade matters becomes effective. Ex- 
ports from Egypt will include cotton and rice, while im- 
ports from Bizonia will include machinery, transportation 
equipment, electric goods, and pharmaceuticals. The 
agreement, which is to be in force for one year, provides 
for the opening of a dollar account in the name of the 
Bank Deutscher Lander at the National Bank of Egypt. 
Source: Al Misri, Cairo, Egypt, December 19, 1948. 


Turkey’s Agreements with 
Western Germany 


According to the trade agreement with the three western 
zones of Germany which went into effect on January 1, 
1949, Turkey’s exports during the first six months will 
total $43 million. They will include tobacco, raw cotton, 
and foodstuffs, amounting to’ $11.5 million, and dried 
fruits, oilseeds, hides, and mineral ores, amounting to 
$15.7 million. Turkey will import from Germany goods 
valued at $32 million, consisting primarily of industrial 
and agricultural machinery, chemicals, optical instru- 
ments, and textiles. Under another agreement signed. at 
the same time, payments will be fitted into the intra- 
European Payments Scheme; this might refer to the sys- 
tem of drawing rights by which Turkey has agreed in 
principle to grant credits to the three western zones. 
Provisionally, the credits to the three zones were set at 
$13.5 million for the year ending June 30, 1949 (see 
this News Survey, Vol. I, No. 19, November 4, 1948, p. 
152), whereas the new agreement provides for an export 
surplus of only $11 million. 

Sources: Neue Ziircher Zeitung, Zurich, Switzerland, De- 
cember 21, 1948; Turkish Information Office, 
News from Turkey, New York, N. Y., Decem- 
ber 30, 1948. 


FAR EAST 


Silk Production and Export In China 


Production of raw silk in China has been estimated 
at 71,526 bales (133-1/3 pounds each) for 1948, which is 
18 per cent higher than the 1947 figure. Production of 
spun silk has been estimated at 9,095 bales, and of filature 
silk at 18,272 bales. Export of raw silk from January 
through August totaled about 4,843 bales, equal to 57 
per cent of exports during the corresponding period of 
1947. Exports of silk piece goods amounted to 366 bales, 
only 24 per cent of the figure for the same period in 1947. 
From January to June 1948, 1,578 bales were exported to 
Russia, 871 bales to India, and 526 bales to the United 
States. 

Source: U.S. Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., December 
27, 1948. 
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U.S. Aid to Korea 


The United States Government announced on January 
5 that the ECA would take over the relief and rehabilita- 
tion program in Korea which had been administered by 
the Department of the Army, and for which funds had 
been authorized through June 30, 1949. ECA expects 
to submit to Congress a request for new legislation author- 
izing a reconstruction program for Korea which is ex- 
pected to last to June 1952. 
Source: Economic Cooperation Administration, Press 


Release, Washington, D. C., January 5, 1949. 
Philippine Central Bank Opened 


Miguel Cuaderno, former Secretary of Finance, was 
sworn in on January 3 as Governor of the Monetary Board 
of the Central Bank of the Philippines. This ceremony 
represents the official opening of the Central Bank, which 
will control the Philippine Republic’s currency and credit. 
It is expected that new currency notes will soon be issued, 
eliminating all reference on their face to the United 
States of America. 

In opening the Bank, President Quirino warned against 
the dangers of inflation inherent in the wide powers 
granted to the Bank’s monetary board, and advocated 
creation of a local market for Government securities. 
Source: Philippine American Chamber of Commerce, 

Weekly Bulletin, New York, N. Y., January 7, 
1949, 


UNITED STATES AND CANADA 


Economic Report of the President 


President Truman recently transmitted his third annual 
economic report to Congress, as required by the U.S. 
Employment Act of 1946. The Report reviews the main 
characteristics of the economy during 1948, outlines 
goals for 1949 as well as long-range goals, and makes 
recommendations for certain legislative action. 

The Report notes, as high points of 1948, average em- 
ployment of more than 59 million persons, production 
3 to 4 per cent above that in 1947, profits which again 
surpassed all previous records, and only small rises in 
prices. Although 1948 was a highly prosperous year, 
discrepancies were present. Prices of most durable goods 
continued to rise, but prices of farm products were lower 
than in 1947. Although wages rose, after adjustment for 
price increases, there was no significant change in average 
weekly earnings. Business investment, totaling about 
$19 billion, was slightly above the 1947 level, but higher 
costs made the physical volume of investment a little less 
than in 1947. The supply of housing increased by more 
than a million units, but the rate of construction declined 
after May. The export surplus was only $6 billion, com- 
pared with $11 billion in 1947. 
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The Report estimates that, in order to obtain maximum 
employment and production in 1949, nearly one million 
additional job opportunities must be provided for the 
growing labor force. Total production of goods and 
services should be increased by 3 to 4 per cent. To 
achieve these goals, as well as longer-range goals, the 
Report asks for voluntary adjustment by business and 
labor groups of prices and wages as well as for legisla- 
tion. To combat inflation, the President asks that taxes 
be increased by $4 billion per year, with corporate profits 
as the chief source; that selective price and wage controls 
be authorized; that rent controls be continued for at least 
two years; and that allocation and export controls be 
maintained. To promote the balanced growth of the 
economy, the President asks for legislation to expand 
public power programs, to maintain farm income, to pro- 
vide adequate housing, urban redevelopment, Federal aid 
for education, and national health insurance, and to ex- 
tend reciprocal trade agreements. 

Source: The Economic Report of the President, January 
1949, Washington, D. C. 


U.S. Budget for Fiscal 1950 


The President of the United States recently transmitted 
to Congress his budget recommendations for the fiscal 
year ending June 30, 1950. This fourth postwar budget 
provides for total expenditures of $41.9 billion, about 
$1.7 billion above the level now estimated for fiscal 1949. 
Under existing tax laws and with continuing high levels 
of economic activity, receipts for fiscal 1950 are estimated 
at $41.0 billion. Although these receipts would be about 
$1.4 billion above those now estimated for the current 
fiscal year, they would fall about $870 million short of 
1950 expenditures. This would result in a deficit even 
larger than the $600 million now contemplated for fiscal 
1949. The President thus recommended new tax legis- 
lation to raise revenues by about $4 billion, which would 
leave a surplus to provide a margin for contingencies, to 
permit reduction of the public debt, to provide for future 
financing of present commitments, and to reduce infla- 
tionary pressures. 

The estimated $1.7 billion increase in expenditures is 
expected to result mainly from a $2.6 billion increase in 
national defense expenditures, a $0.4 billion increase in 
social security expenditures, and a $0.3 billion increase 
in expenditures for education, which are only partly 
offset by a $1.3 billion decrease in veterans’ services and 
a $0.5 billion decrease in international expenditures. 

Total expenditures for international activities, exclusive 
of possible expenditures for a new program of military 
supplies to certain countries, are expected to be $6.7 
billion in fiscal 1950. This includes $4.5 billion for the 
ECA program, and $1.0 billion for relief in occupied 
areas, as well as $355 million for “proposed aid legisla- 
tion” which is to provide, if necessary, additional funds 
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for current programs in Greece, Turkey, China, and 
Korea. 

Source: The Budget of the United States Government, 
for the Fiscal Year Ending June 30, 1950, Wash- 
ington, D. C., January 1949. 


increase In Canada’s Reserves 


Canada’s Minister of Finance has announced that re- 
serves of gold and U.S. dollars totaled $998 million (pre- 
liminary figure) on December 31, 1948, compared with 
$502 million on December 31, 1947 and a low of $461 
million on December 17, 1947. The $496 million in- 
crease for 1948 included $150 million borrowed from 
U.S. sources. 

During the first ten months of 1948, exports to all 
countries increased 9 per cent, to $2,494 million, while 
imports rose only 1 per cent, to $2,167 million. At the 
same time, exports to the United States increased 41 per 
cent, to $1,208 million, and imports dropped 11 per cent, 
to $1,483 million. Agricultural exports showed the rela- 
tively largest increase, reflecting the removal of controls 
on cattle, beef, and coarse grains. Cattle and beef ex- 
ports to the U.S. in this period amounted to $67 million 
(compared with $11 million in 1947), and it is estimated 
that for the full year this figure will exceed $100 million. 
Expansion of exports and contraction of imports pared 
the trade deficit with the U.S. from $804 million in 1947 
to $275 million for the first ten months of 1948. Novem- 
ber domestic exports to the U.S. established a new record. 

The Minister noted that a continuation of these present 
favorable trends would enable the Government to con- 
sider further relaxations during 1949 in the import and 
travel restrictions. But he added, “The future program 
for the relaxation of restrictions must give adequate con- 
sideration to the need for Canada to reach a level of ex- 
change reserves which are adequate in the present dis- 
turbed conditions of world trade.” 

Sources: Canada, Dominion Bureau of Statistics, Trade 
of Canada, Domestic Exports and Monthly Sum- 
mary of Foreign Trade, October 1948, and 
D.B.S. Weekly Bulletin, December 31, 1948, 
Ottawa, Canada; Department of Finance, Press 
Release, Ottawa, Canada, December 15, 1948; 
The Globe and Mail, Toronto, Canada, January 
6, 1949; Department of External Affairs, Air- 
mail Bulletin, Ottawa, Canada, January 7, 1949. 


LATIN AMERICA 


Export-Import Bank Credits 
To Latin America 


The Export-Import Bank of Washington has announced 
new credits of $32,278,000 for the purchase of U.S. mate- 
rials, equipment, and services needed for flood control 
and irrigation works, expansion of electric power facili- 
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ties, and completion of industrial plant in certain Latin 
American countries. 

The Republic of Haiti is to receive $4 million for the 
construction of flood control, irrigation, and drainage 
works, and for the agricultural development of the area 
to be irrigated (the Artibonite Valley). It is estimated 
that the irrigation of approximately 62,500 acres of land 
will be made possible by the credit. 

Another credit of $8,278,000, authorized to twelve 
operating subsidiaries of the American and Foreign 
Power Company in Brazil, is to aid the continuation of a 
program of expanding electric power generating and dis- 
tributing facilities started after the end of the war. Con- 
tinued expansion is necessary to meet current demands 
for power in the areas served by these subsidiaries. The 
interest rate, 444 per cent, is somewhat higher than the 
usual Export-Import Bank rates, and the notes will ma- 
ture in 20 semi-annual installments beginning March 1, 
1950. American and Foreign Power investments in 
Brazil now total $118 million, of which $17 million has 
come from the United States since 1945 and $18 million 
from the Brazilian subsidiaries. Brazilian-owned hold- 
ings in the subsidiaries total $7 million. 

The Fomento Corporation of Chile received a credit of 
$20 million to complete a steel mill near Concepcion. An 
original credit of $28 million was authorized by the Bank 
for this project in 1945. Increased costs of U.S. goods 
and services have resulted in an upward revision of the 
mill’s estimated cost. The Fomento has secured an addi- 
tional $4 million in credits from U.S. suppliers, the bal- 
ance of the dollar costs and local expenses being covered 
by Chilean funds. Output of the mill, which is now 18 
per cent completed, will be sufficient to meet practically 
all local demands except for specialized products. Both 
credits are repayable in 40 semi-annual installments be- 
ginning June 30, 1951, and are unconditionally guar- 
anteed by the Republic of Chile, with interest at 4 per cent. 
Sources: Brazilian Government Trade Bureau, Brazilian 

Bulletin, New York, N. Y., December 15, 1948; 
The Export-Import Bank of Washington, Press 
Releases, Washington, D. C., December 23 and 
31, 1948 and January 3, 1949. 


Reforms In Costa Rican Exchange Control 


By Decree No. 332 of December 29, 1948 the Costa 
Rican Government has introduced some changes in De- 
cree No. 216 of October 13, 1948, which reorganized the 
country’s exchange control system. (See this News Sur- 
vey, Vol. I, No. 18, October 28, 1948, p. 147, and No. 25, 
December 16, 1948, p. 203.) The main changes are the 
following: (1) special powers are granted to the Board 
of Control with respect to the classification of commodi- 
ties within different groups paying different exchange 
taxes; (2) the allocation of foreign exchange within each 
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import category will be made in strict chronological order, 
without preferential treatment to any one commodity 
within each group; (3) the Board of Control will not 
accept applications for foreign exchange to pay for im- 
ports if they are made 90 days after the commodities 
have arrived in the country; (4) the Board of Control is 
authorized to establish a 20 per cent exchange surcharge 
on remittances abroad, exchange sold for travel, etc.; (5) 
no commodity in the second or third categories will be 
cleared through Customs without a certificate from the 
Board of Control to the effect that the corresponding 
foreign exchange has been granted and that the import 
has been paid for in U.S. dollar notes, after the fulfill- 
ment of official requirements. 

Source: La Gaceta-Diario Oficial, San José, Costa Rica, 

January 5, 1949. 


Colombian Exchange Taxes 


Law No. 90 of December 16, 1948, under which the 
Colombian peso was devalued to 1.95 pesos to the U.S. 
dollar (see this News Survey, Vol. I, No. 26, December 
23, 1948, p. 206) stipulated that the devaluation would 
become effective upon the establishment of new and lower 
exchange taxes. Decree No. 4139 of the same date lowers 
two of the exchange taxes, increases one, and maintains 
a fourth at the old level. Effective December 16, 1948, 
in addition to the old exchange tax of 4 per cent, imports 
of commodities included in Category I (essentials) will 
be taxed 6 per cent, instead of 10 per cent; commodities 
in Category II (semi-essentials) will be taxed 12 per cent, 
instead of 16 per cent; imports of commodities in Cate- 
gory III (nonessentials) will continue to pay the 26 per 
cent exchange tax. Foreign exchange sold for making 
remittances abroad will be subject to a tax of 20 per cent, 
instead of the former 10 per cent. 

Law No. 90 ruled that the reduction of the exchange 
taxes should be greater for import commodities having a 
direct bearing on the cost of living. Decree 4139, ac- 
cordingly, sets the date of January 30, 1949 for the re- 
vision of the existing classification of imports, in order 
to establish a new preferential category. 

Source: “El Plan Econémico,” Diario Oficial, Bogota, 
Colombia, December 16, 1948. 


OTHER BRITISH COUNTRIES 


Dollar Earnings of British Colonies 


-The Minister of State for Colonial Affairs has stated 
that the Colonies are earning a net dollar surplus of some 
$150 million per annum. The net dollar earnings have 
increased some two and a half times since 1947. 

Source: The Crown Colonist, London, England, Decem- 
ber 1948. 


INTERNATIONAL MONETARY FUND 


South African Imports From France 


A French trade mission in the Union of South Africa 
has discussed possibilities of special exchange facilities 
to enable South African imports from France to be in- 
creased. France has an import surplus with the Union. 
It now has been announced that French cars, of a f.o.b. 
value up to £500, are virtually free of currency re- 
strictions. 

Sources: Cape Times, Cape Town, South Africa, Novem- 
ber 23 and 26, 1948; Union of South Africa 
Government Information Office, South African 
Reports, New York, N. Y., December 29, 1948. 


Southern Rhodesia Ends Dollar Deficit 


The Minister of Finance of Southern Rhodesia told the 
Legislative Assembly that Southern Rhodesia is now in 
balance with the dollar area. Sterling balances increased 
more than £4 million during 1948, in spite of the adverse 
trade balance, and for the first time have passed £50 
million. The capital inflow in the last three months was 
more than £4 million. 

Source: Cape Times, Cape Town, South Africa, Novem- 
ber 19, 1948. 


IMF Appointments 


The Government of China has appointed its Minister 
of Finance, Mr. Kan Hsu, as its Fund Governor, to suc- 
ceed Mr. Yun-Wu Wang. 

Mr. Y. C. Koo, Executive Director of the Fund, has 
appointed Mr. Tso Whe Chu as Alternate Director, to 
succeed Mr. Yueh-Lien Chang, who has been appointed 
Executive Director of the International Bank for Recon- 
struction and Development. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on materi- 
al published in newspapers, periodicals, official docu- 
ments, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. There- 
fore any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 
Since space limitations prevent a complete or ex- 
haustive presentation of all relevant news items, 
preference is given to material which bears most 
directly on the business of the Fund and which - 
may not have been covered widely in the press 
throughout the world. 


INTERNATIONAL MONETARY FUND 
Camille Gutt, Chairman of the Executive Board 
and Managing Director 
1818 H Street N.W., Washington 25, D.C. 
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